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TAGS: MARR. MILI, OS, UK, GW 

SUB J : ANGLO-GERMAN OFFSET AGREEMENT 

1. A JULY 22, 1975 ARLICLE IN THE FINANCIAL TIMES HEAD- 
LINED "BONN MAY PAY MORE OF RHINE ARMY COSTS" INTIMATED 
THAT THE FRG FEELS THE UK ECONOMY IS IN SUFFICIENTLY DIRE 
STRAITS THE BRITISH MAY, AGAIN, BE COMPELLED TO CUTBACK 
ON DEFENSE EXPENDITURES. TO REDUCE ANY PRESSURE FOR CUTS 
IN THE BAOR, THE GERMANS ARE WILLING, ACCORDING TO ARTI- 
CLE, TO "MAKE FURTHER FINANCIAL PAYMENTS TO BRITAIN TO 
HELP OFFSET FOREIGN EXCHANGE COSTS OF KEEPING BRITISH 
FORCES ON THE RHINE". WE APPROACHED MOD (WITHOUT REFEREN- 
CE TO THE ARTICLE) TO SEEK CURRENT STATUS OF OFFSET PLAY 
AND ONLY THE FOLLOWING TWO POINTS EMERGED: 

(A) UK MINISTERS ARE "STILL CONSIDERING WHAT LINE UK 
SHOULD TAKE WITH FRG ON OFFSET; 

(B) THE MOD/FCO HAVE NO REASON TO BELIEVE "FRG WILL GIVE 
BRITISH ANYTHING ON A PLATE". 

IT IS OBVIOUS THAT THE BRITISH ANTICIPATE AN "UPHILL BAT- 
TLE AGAIN" BUT THEY WILL EMPHASIZE TO THE GERMANS "HOW 
BLOODY EXPENSIVE IN FOREIGN EXCHANGE COSTS BAOR IS". THE 
IMPRESSION WE HAVE IS THAT THE MOD IS QUITE SKEPTICAL 
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DEFENSE FIELD WOULD EASILY BE REMOVED BY A SUDDEN "CHANGE 
IN GERMAN HEARTS" - MEANING, OF COURSE, A CHANGE IN PRO- 
CUREMENT PATTERNS WHICH WOULD ACTUALLY LEAD "TO THE PLACE 
MENT OF SUBSTANTIAL MILITARY ORDERS TO BRITAIN". WHILE 
THERE ARE MANY IN WHITEHALL WHO WOULD BE DELIGHTED TO 
HAVE THEIR SKEPTICISM ON THIS SUBJECT SHATTERED BY 
GERMAN PERFORMANCE, IT IS DIFFICULT TO FIND ANYONE WILL- 
ING TO GIVE ATTRACTIVE ODDS. 

RICHARDSON 
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